

















HAWAII HOUSING FINANCE AND DEVELOPMENT CORPORATION

determined due to challenges the Executive Director Selection Subcommittee
faced during its previous selection process. Furthermore, the Board is not allowed
to reward performance due to the position salary being at the max of the current
85% of the DHRD salary cap. Currently, the Board does not have the authority to
set a cap, and therefore, any recommendation would need Legislature approval.

In response to Chair Mesick, Ms. Masaki stated that the State of Hawaii is the 7t
lowest in the Country in terms of the most recent salary data survey, many of
which consist of smaller populations and lower state costs (e.g., Wyoming).

Chair Mesick commented that the HHFDC is very diverse, with responsibilities
that differ from other housing agencies, and therefore, proposed a ceiling of 150%
of the DHRD Executive Director salary.

In response to Vice Chair Kyno, Designee Evans explained that the Executive
Salary Commission meets periodically to set a “salary scale™ for all of the
Directors and Deputies, subject to Legislature approval.

In terms of Chair Mesick’s suggestion of 150% of the DHRD Director's salary,
Director Ng suggested that perhaps the Executive Director’s salary should be
pegged instead to the Governor’s salary, providing parity with the Hawaii Public
Housing Authority (HPHA) Director. However, Director Ng commented that he
favored the House Bill, Draft 2 version, being that it allowed the Board the
flexibility and option to adjust the Executive Director’s salary and benefits (e.g.,
Government pay and benefits versus Private pay).

The Board discussed the pros and cons of the compensation suggestions
presented. The final outcome was as follows:

Designee Evans motioned:

That the Board recommend to the Legislature that the H.B. 2250,
H.D. 2 language is the Board’s preferred recommendation, but
should it be the Legislature’s intent to set a cap, then they
recommend parity with the HPHA Executive Director.

Designee Kami seconded.
The motion was unanimously approved.
With no further discussion, Chair Mesick proceeded to agenda item F.

Chief Financial Officer Ann Nakagawa distributed and provided an educational
overview of the HHFDC income statements (See attachment) by funds.

It was noted that under the Hawaii Rental Housing System Revenue Bond Fund,
there is $16.8 million in rental income (dwelling rental, parking, laundry
concession, and late fees), with $8.5 million in rental project expenses to maintain
the rental units. If sold, that rental income would go away.

Although the net position is negative, there is enough cash flow to pay off the
bonds and debt service of the Corporation.

The Single Family Mortgage Purchase Revenue Bond Fund is an investment. The
bond proceeds are loaned out through processing agencies/banks that then sell
them to Fannie Mae or Ginnie Mae, converting it into a mortgage backed security
(MBS), which is then repurchased by the Corporation. It is not true cash. The
Corporation receives any interest and principal received on the MBS at the time
of maturity. Furthermore, as rates rise, the fixed rate investment to value declines,
and therefore, if the Corporation sold its portfolio today, it would be sold at a lost.

Mr. Ueki stated that the two major factors that contributed to the $4.6 million in
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interest expense were due to the unanticipated prolonged movement of the bond
proceeds and refunding of existing debt.

The Multi Family Housing Revenue Bond Fund receives interest income from
mortgage loans and pays interest expenses on bonds issued.

The major fund in the Other Enterprise Funds is the Rental Assistance Revolving
Fund. There is little income but the large expense is the rental subsidies paid to
qualifying rental projects.

In reference to the chart on last page, Ms. Nakagawa stated that the HHFDC has
been allocating each of the different department expenses to the different funds.
Current changes of the time allocations will be reflected during the 2015 Fiscal
Year.

Chair Mesick asked on the outcomes of having no Rental Housing Portfolio. Ms.
Nakagawa stated that those fund expenses would either be allocated to another
fund or disappear.

Designee Evans asked on the highlighted columns of C21 through C40. Ms.
Nakagawa stated that those expenses are directly allocated to those departments,
whereas the others are blended.

Designee Kami asked if there was any areas to be looked at to ensure sufficient
revenues were generated in the various programs to cover anticipated expenses.
Ms. Nakagawa stated that areas of concern would be with DURF, where funds are
not revolving (e.g., Waiahole Land Support and Villages of Kapolei) and the
Rental Assistance Program (e.g., inadequate funding to cover long term rental
subsidy), which are currently being worked on.

Executive Director Hirai stated that HHFDC would look at possible ways income
could be generated from the bond piece and through other new programs, like the
Transit Oriented Development (TOD).

Chair Mesick commented that he believed this to be a good time to start thinking
about the operating model from a financial perspective to see and understand how
it works, identifying possible areas where changes may need to be made (e.g.,
increasing program fees) in order to maintain and better allocate the resources
received.

In reference to the RHTF, Designee Kami suggested that rather than doing a total
residual, individual projects could have a small fixed base return to help sustain
the program. Mr. Ueki stated that staff is currently looking at its lending fee
charges to further generate revenue and other charges of various housing
agencies.

With no further discussion, the Chair proceeded to the Report of the Executive
Director.

Mr. Hirai reported that administrative bills HB 2250, HD 2, pertaining to the
Executive Director compensation ceiling (as previously discussed in agenda item
E) and the Hula Mae Multi-Family Bond, increasing authorization from $50
million to $1 billion, are still alive. However, the RHTF was reduced from $5
million to $2.5 million in the Housing Budget, with the LIHTC Loan Program at
$7.8 million (as originally requested).

Chair Mesick asked about the City’s CDBG funds and how the HHFDC could
create a partnership to further accommodate both needs of the City and State.
Executive Director Hirai stated that the HHFDC has already started
conversations. Ms. Takahashi added that the HHFDC has quarterly meetings with
all the Counties on its CDBG programs.
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Director Larson asked on how the TOD’s economic/business development
components would fit in with the 201H process. Ms. Takahashi stated that the
City is working on surrounding zoning areas of train stations (0.5 mile radius),
looking at higher density type development and mixed-used housing with
commercial industrial uses, which could be an integral part of housing projects.

Discussion ensued on the pros and cons of the 201H process, which is sometimes
viewed as being a difficult tool to work with in regard to its limitations (e.g.,
Green Homes of Lualualei Project); however, on the other hand, the 201H could
provide fee reductions at the County level, allowing for more affordable housing
to be created by reducing infrastructure costs. (e.g., Ko’oloa’ula Project).

With no further discussion, Designee Evans moved, seconded by Director Los
Banos to adjourn the meeting at 10:25 a.m.

The motion was unanimously approved.

LEILANI PULMANO
Sécretary
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